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(7 )  	 The f o l l o w i n gi n f o r m a t i o ni st o  be p rov ided  upon requestby  
thedepartment:  

(a)Access t oc e r t i f i e dp u b l i ca c c o u n t a n t ' sa u d i tw o r k p a p e r s  
wh ichsuppor ttheaud i tedf i nanc ia ls ta temen ts .  

(b) .Copies o f  leases,purchaseagreements,andother 
documents r e l a t e d  t o  t h e  a c q u i s i t i o n  o f  e q u i p m e n t ,  
goods,and se rv i ces  wh ich  a rec la imedasa l l owab lecos ts .  

( c )Separa teaud i tedf i nanc ia ls ta temen tsfo rany  
o r g a n i z a t i o n ,e x c l u d i n gi n d i v i d u a ln u r s i n gf a c i l i t i e so f  
a c h a i n  o r g a n i z a t i o n  owned i n  w h o l e  o r  i n  p a r t  by an 
i n d i v i d u a l  o r  e n t i t y  w h i c h  h a s  a no w n e r s h i pi n t e r e s ti n  
t h e  f a c i l i t y  t o g e t h e r  with supplementa lin format ion 
w h i c hr e c o n c i l ec o s t s  on t h ef i n a n c i a ls t a t e m e n t st o  
c o s t s  f o r  t h e  r e p o r t  y e a r .  

(d) 	 Separa teaud i tedf i nanc ia ls ta temen tsfo reve ry  
o r g a n i z a t i o n  wi th  w h i c h  t h e  f a c i l i t y  c o n d u c t s  b u s i n e s s  
andwhich i s  owned i n  w h o l e  o r  i n  p a r t  by an i n d i v i d u a l  
o r  e n t i t y  w h i c h  h a s  an o w n e r s h i p  i n t e r e s t  i n  t h e  
f a c i l i t y  t o g e t h e r  wi th  supplementa lin format ionwhich 
r e c o n c i l e  c o s t s  on t h e  f i n a n c i a l  s t a t e m e n t s  t o  c o s t s  f o r  
t h e  r e p o r t  y e a r .  

d. 	 I nt h ee v e n t  a f a c i l i t yf a i l s  t of i l e  t h e  r e q u i r e dc o s t  r e p o r t  on 
o r  b e f o r e  t h e  duedate,thedepartment may r e d u c e  t h e  c u r r e n t  
payment r a t e  t o  e i g h t y  p e r c e n t  o f  t h e  r a t e  i n  e f f e c t  on October 
f i r s t .R e i n s t a t e m e n to ft h er a t e  will occur on t h e  f i r s t  o f  t h e  
m o n t h  b e g i n n i n g  a f t e r  r e c e i p t  o f  t h e  r e q u i r e d  i n f o r m a t i o n ,  b u t  i s  
n o t  r e t r o a c t i v e .  

e. 	 The f a c i l i t ys h a l l  make a l l  ad jus tments ,a l loca t ions ,and 
p r o j e c t i o n sn e c e s s a r yt oa r r i v ea ta l l o w a b l ec o s t s .  The 
department may r e j e c t  a n y  c o s t  r e p o r t  when t h e  i n f o r m a t i o n  w h i c h  
hasbeen f i l e di si n c o m p l e t eo ri n a c c u r a t e .  I f  a c o s t  r e p o r t  i s  
re jec ted ,thedepar tment  may reducethecu r ren t  payment r a t e  t o  
e i g h t y  p e r c e n t  o f  i t s  m o s t  r e c e n t l y  e s t a b l i s h e d  r a t e  u n t i l  t h e  
i n f o r m a t i o n  i s  c o m p l e t e l y  a n d  a c c u r a t e l y  f i l e d .  

f. 	 C o s t s  r e p o r t e d  m u s t  i n c l u d e  t o t a l  c o s t s  a n d  b e  a d j u s t e d  t o  
a l l owab lecos ts .Ad jus tmen tsrequ i red  by t h eP r o v i d e rA u d i tU n i t ,  
t o  a t t a i n  a l l o w a b l e  c o s t ,  t h o u g h  n o t  m e e t i n g  t h e  M e d i c a i d  s t a t e  
agency o r  t h e  s t a t e  M e d i c a i d  i n v e s t i g a t i v e  g r o u p  c r i t e r i a  o f  f r a u d  
o r  abuseon t h e i r  i n i t i a l  i d e n t i f i c a t i o n ,  c o u l d ,  i f  repeated  on 
fu tu recos tf i l i ngs ,becons ide redasposs ib lef raudandabuse .  
The P r o v i d e r  Audit Uni t  will f o r w a r d  a l l  s u c h  i t e m s  i d e n t i f i e d  t o  
t h e  a p p r o p r i a t e  M e d i c a i d  i n v e s t i g a t i v e  g r o u p .  
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g. 	 The department may grant a fifteen-day extension of the reporting

deadline to a facility. To receive such an extensfon, a facility 

must submit a written requestby September first to theMedical 

Services Division. The department will notify the facility of the 

decision by September fifteenth. 


3. 	 The department wi 1 1  perform an audit of the latest available report 

year of each facility at least once every
six years and retain for at 

least three yearsall audit-related documents, including cost reports,

working papers, and internal reports on rate calculations which are 

utilized and generated by audit staff in performance of audits andin 

establishing rates. Audits will meet generally accepted governmental

auditing standards. 


4. Penalties for False Reports. 


a. 	 A fa1se report is one where a facility knowingly supplies
inaccurate or false informationin a required report that results 
in an overpayment. If a false report is received, the department
shall : 

(1) 	 Immediately adjust the facility's payment rate to recover the 

entire overpayment within the rate year; 


(2) Terminate the department's agreement with the provider; 


(3) Prosecute under applicable state or federal law; or 


(4) Use any combination o f  the foregoing actions. 

b. 	 The department may determine a reportis a false report if a 

facility claims previously adjusted costs
as allowable costs. 

Previously adjusted costs being appealed must be identified as 

nonallowable costs. The provider may indicate that the costs are 

under appeal and not claimed under protest to perfect a claim 

should the appeal be successful. 
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Section 3 - General Cost Principles 

1. For rate-setting purposes, a cost must satisfy the following criteria: 


a. The cost is ordinary, necessary, and related to resident care. 


b. 	 The cost is what a prudent and cost conscious business person

would pay for the specific good or service in the open market in 

an arm's length transaction. 


c. 	 The cost is for goods or services actually provided in the 

facility. 


2. 	 The cost effects of transactions which circumvent these rules are not 
allowable under the principle that the substance of the transaction 
prevails over form. 

3 .  	 Reasonable resident-related costs will be determined in accordance with 
the rate setting procedures set forth in this manual, instructions 
issued by the department and Health Care Financing Administration 
Manual 15 (HCFA-15). If conflicts occur between the rate setting 
manual or instructions issued by the department andHCFA-15, therate 

setting manual or instructions issued by the department will prevail. 
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Section 4 - Vacated 
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Section 5 - Exclusions 

A facility that exclusively provides residential services for nongeriatric individuals with physical 

disabilities or a unit within a facility which exclusively provides geropsychiatric services shall 

not be included in the calculation of the rate limitations and its rate must be limited by such 

limitations. The facility rate orthe rate for a unit within a facility which exclusively provides 

geropsychiatric services mustbe established using the actual allowable historical costs 

adjusted by the indices under Section 24- Adjustment Factors for Direct Care, Other Direct ....-;.

Care and Indirect Care Costs. Actual allowable historical costs must
be determined using the 
applicable sections of the policies and procedures.An operating margin and incentive 
determined under Section 25 must be includedin the facility rate. 

TN NO. 00-003 
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Section 6 - Resident Days 

1. 


2. 


3 .  

4. 


5. 


6. 


7. 


A resident day is any day for whichservice is provided or for which 

payment is ordinarily sought for use of the bed.The amount of 

remuneration has no bearing on whethera day shouldbe counted. 


Adequate census records mustbe prepared and maintainedon a daily 

basis by the facility to allow for proper audit of the
census data. 

The daily census records must include: 


a. Identification of the resident; 


b. Entries for all days and not just by exception; 


c. Identification of type of day, i.e., hospital, in-house; 


d. Identification of the resident’s classification; and 


e. 	 Monthly totals by resident, by classifications for all residents, 

and by type of day. 


A maximum of fifteen days per occurrencemay be allowed for payment by 

the medical assistance program for hospital leave. Hospital days in 

excess of fifteen consecutive days not billable to the
medical 

assistance program are not resident days unless any payment is sought 

as a noncovered day. 


A maximum of twenty-four therapeutic leavedays per individual per 

rate year may be allowedfor payment by themedical assistance 

program. Therapeutic leave days in excess of twenty-four per rate 

year are not resident days unless any payment is sought as a 

noncovered day. 


Institutional leave days are not billable to thedepartment and are 

not resident days unless any payment is sought as a noncovered day. 


Hospital and therapeutic leave days, occurring immediately
following a 

period when a resident was receivingmedicare part A benefits in the 

facility, are not billableto the department andare not resident days 

unless any payment is sought as a noncovered day. 


c 


Residents admitted to the facility through
a hospice program or 

electing hospice benefits while in a facility must be identified
as 

hospice residents for census and billing purposes. 


TN No. 99-001 
Supersedes Approval Date 4.x !C :X / s s  Effective Date 6 I jC.1 /‘tp
TN No. 98-002 
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Section 7 - Direct Care Costs 

Direct care costs include only those costs identified in this section. 

1. Therapies: 

a.Salaryandemploymentbenefitsforspeech,occupational,andphysicaltherapists 
or for personnel,who are not reported in subsection 2, performing therapy under /-..
the direction of a licensed therapist. 

b. The cost of non-capitalized therapy equipment or supplies used to directly provide 
therapy, not including office supplies such as forms or pens. 

c. 	 Trainingwhichisrequired to maintainlicensure,certificationorprofessional 
standards and the related travel costs. 

2. Nursing: 

a. Salary and employment benefits for the director of nursing, nursing supervisors, 
inservice trainers for nursing staff, registered nurses, licensed practical nurses, 
quality assurance personnel, nurse aides, orderlies, individuals providing 
assistance with activities of daily living, and ward clerks. 

b. 	 Routine nursing care supplies including items that are furnished routinely and 
relatively uniformlyto all residents; items stocked at nursing stations oron the 
floor in gross supply and distributed or used individuallyin small quantities; and 
items used by individual residents that are reusable, varythe needs of an 
individual, and are expected to be available in the facility. 

c.Trainingwhichisrequiredtomaintainlicensure,certificationorprofessional 
standards requirements and the related travel costs. 

d.Routinehaircare,includinggrooming,shampooing,andcutting. 

e.Thecostofnoncapitalizedwheelchairs. 

TN NO. 00-003 
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Section 8 - Other Direct Care Costs 

Other direct care costs include only those costs identified in this section. 


1. Food - the cost of consumable food products. 

2 .  	 Dietary supplements, including supplements used for tube feedings such 
as elemental high nitrogen diet. 

3 .  Laundrycosts: 

a. Salary and employment benefits for a director of laundry, laundry

aides, seamstresses and other personnel who gather, transport, 

sort, and clean linen and clothing. 


b. The cost of laundry supplies such as detergents, softeners, and 

linens but not including office supplies such as forms
or pens. 


c. Contracted services for laundry. 


4 .  	 Social service costs- Salary and employment benefits or consultant 
fees for social workers or social worker designees. 

5 .  Activitiescosts: 

a. Salary and employment benefits for activities director and 

activities aides. 


b. The cost of leisure and recreational activities and supplies 

including games, ceramics, pets,out-of-house activities, and 

non-capitalized exercise equipment but not including office 

supplies, such as forms or pens. 
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Section 9 - Indirect CareCosts 

Indirect care costs includeall costs specifically identified in this 

section. indirect care costs must be included in total, without direct or 

indirect allocation to other cost categories unless specifically provided

for el sewhere. 


1. 	 Administration’- Direct costs for administering the overall activities 

of the facility include, but are not limitedto: 


a. Salary and employment benefits for administrators, except that
in 

a facility of sixty or fewer
beds, part of an administrator’s 

salary may be allocated to other cost categories provided adequate

records identifying the hours and services provided are maintained 

by the facility. 


b. 	 Salary and employment benefits for assistant administrators, top 
management personnel, accounting personnel, clerical personnel,
secretaries and receptionists, data processing personnel,
purchasing, receiving and store personnel, medical director, and 
salary and employment benefits ofall personnel not designated i n  
other cost categories. 

C. Board of directors feesand related travel expenses. 


d. Security personnel or services. 


e. 	 Supplies except as specifically provided for in the Direct Care, 

Other Direct Care, and other cost centers of the Indirect Care 

cost category. 


f. 	 Insurance, except insurance included asa fringe benefit and 

insurance included as part of related party lease
costs. 


9. Telephone and telegraph. 


h. Postage and freight. 


i. Membership dues and subscriptions. 


j. 	 Professional fees for services such as legal, accounting and data 

processing. 


k. 	 Central or home office costs including property costs except as 
provided for in Section 14 - Home Office Costs. 

1. Advertising and personnel recruitment costs. 


m. Management consultants and fees. 
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n .  	 Bad debts  and c o l l e c t i o nf e e sa sp r o v i d e df o ri nS e c t i o n  17 - Bad 
Debts. 

0 .  Businessmeet ings,convent ions,associat ionmeet ingsandseminars.  

p .  	 Trave l ,exceptasnecessaryfo rt ra in ingprogramsforpersonne l  
r e q u i r e dt om a i n t a i nl i c e n s u r e ,c e r t i f i c a t i o n ,o rp r o f e s s i o n a l  
s tandardsrequi rements.  

q .T r a i n i n g ,e x c e p tf o rt r a i n i n gf o rp e r s o n n e lr e q u i r e dt om a i n t a i n  
l i c e n s u r e ,c e r t i f i c a t i o no rp r o f e s s i o n a ls t a n d a r d sr e q u i r e m e n t s .  

o f f i c er .  B u s i n e s s  f u n c t i o n s .  

s .  	 Computer so f twarecos ts ,excep tcos tstha tmus tbecap i ta l i zed ,  
andcomputermaintenancecontracts. 

c a p i t a lt .  W o r k i n g  i n t e r e s t .  

U .  	 Any cos tstha tcanno t  be s p e c i f i c a l l yc l a s s i f i e dt oo t h e rc o s t  
ca tegor ies .  

2.  Chap1a i  n : 

a .  Sa la ry  andemployment b e n e f i t sf o ra l lp e r s o n n e la s s i g n e dt o  meet 
t h e  s p i r i t u a l  needs o ft h er e s i d e n t s .  

b .  	 Suppl iesandotherexpensesrelated t om e e t i n gt h es p i r i t u a l  needs 
o f  t h e  r e s i d e n t s .  

3 .  Pharmacy - Compensation f o r  pharmacy consu l tan ts .  

4 .  P lan topera t i ons :  

a .  Sa la ry  andemployment b e n e f i t sf o r  a d i r e c t o r  o f  p l a n to p e r a t i o n s ,  
eng inee rs ,ca rpen te rs ,e lec t r i c i ans ,p lumbers ,ca re take rs ,veh ic le  
d r i v e r s ,  and a l lo t h e rp e r s o n n e lp e r f o r m i n gt a s k sr e l a t e dt o  
main tenanceorgenera lp lan t .  

b .  The c o s to fh e a t i n g  and c o o l i n g ,e l e c t r i c i t y ,w a t e r ,  sewerand 
garbageandcable TV. 

c .  Repai rsandmaintenancecontractsandpurchasedserv ices.  

d .Supp l i esnecessa ryfo rrepa i r s  andmaintenance o ft h ef a c i l i t y ,  
i n c l u d i n gh a r d w a r e ,b u i l d i n gm a t e r i a l sa n dt o o l s ,o t h e r  
ma in tenancere la tedsupp l ies  and non-cap i ta l i zedequ ipmen tno t  
in c l  included e l  sewhere. 

e .  Motor  operat ingvehic le  expenses.  
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